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REPORT FOR THE YEAR 1947 


N ineteen forty-seven was a year of outstanding accomplishment in 
the Bell System. Service was improved and facilities were expanded at a record- 
breaking rate sharply exceeding the remarkable pace of 1946. 

New demand for service continued at the extremely high level that has 
been characteristic of the whole post-war period. Nearly 2,800,000 telephones 
were added and the volume of calls climbed to more than 166 million a day, 
which is 50 million a day more than at the end of the war. 

Post-war telephone growth has far surpassed all previous experience and 
indicates the increasing value of telephone service to more and more people. 
It took about 40 years for the Bell System to gain its first six million tele¬ 
phones. Since V-J Day, the number has increased by more than six and a 
half million. At the end of 1947, 28,500,000 Bell telephones were in service 
—30 per cent more than when the war ended and more than twice as many as 
a dozen years ago. 

To meet the continuing public demand, the Bell System last year pro¬ 
duced, built and installed more telephone lines and central office apparatus 
than ever before. Expenditures for new telephone construction set an all- 
time high of $1,185,000,000. The amount of new capital obtained by the 
System likewise exceeded a billion dollars and was the largest sum ever raised 
in a single year. Western Electric Company, our manufacturing and supply 
unit, broke all production records to reach a volume about twice its pre¬ 
war peak. 

To give an idea of what has been and is being done—the amount of 
central office equipment added since V-J Day is enough to serve more tele¬ 
phones than there were before the war in the entire area served by the Bell 
System west of the Mississippi River. Currently, enough of this equipment 
is being installed each week to serve an entire city the size of New Haven or 
Grand Rapids, Syracuse, San Antonio, Birmingham or San Diego. 

At the end of 1947, there were 663,000 Bell System employees, the largest 
number in its history. 
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Stockholders of American Telephone and Telegraph Company increased 
to a record total of more than 72 3,000. About 5°> 000 employees are now 
stockholders and approximately 260,000 are purchasing stock under the 
Employees’ Stock Plan. 

The 100th anniversary of the birth of Alexander Graham Bell, inventor 
of the telephone, came on March 3, 1 947 • The organization which bears his 
name joined with the rest of the world in paying tribute to his life of achieve¬ 
ment. 

Under the Theodore N. Vail Memorial Fund established in 1920, 29 
bronze medals were awarded during the year. These awards were made in 
recognition of acts of noteworthy public service which reflect the Bell Sys¬ 
tem’s highest tradition of loyalty and devotion to duty. 

The Bell System was happy to salute the United States Independent 
Telephone Association in October, on the occasion of the Association’s 50th 
Anniversary. Effective cooperation between the System and the some 6,000 
independently owned telephone companies, which together with about 60,000 
rural or farmer lines and systems serve over 6,300,000 telephones throughout 
the United States, contributes essentially to the character and quality of the 
nation’s telephone service. 

Encouraging Progress 

The quality of Bell System service in most places improved during the 
year, though it is still below what we would like to have it and intend to make 
it. The greatest improvement was in toll and long distance service. These calls 
went through at an average speed of 2.4 minutes, appreciably faster than in 
1946, and are now being handled almost twice as fast as was possible in the 
midst of the war. Nearly nine-tenths of all toll and long distance calls were 
completed while the calling person remained at the telephone. On such calls 
and also on local calls, operators generally were able to answer with increasing 
promptness. This is one of the most important features of good service from 
the customer’s viewpoint. The improvement was due to the provision of 
additional facilities and to increasing experience in the force, although nearly 
three-quarters of the operating force still have less than two years of service. 

As the expenditures for construction show, tve are exerting every effort to 
reach the goal of giving everyone service when and as he wants it. Eighty-one 
per cent of the two million applications on hand at the beginning of 1947 
were taken care of. More than three-quarters of the more than four and a half 
million new applications for telephone service received during the year were 
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also filled. So great was the new demand, however, that about 1,500,000 
people, most of whom had requested service during 1947, were on the waiting 
list when the year ended. Also, many people who now have party-line service 
are waiting for individual lines. 

The public has shown a patient understanding of telephone problems 
and this helped greatly in our efforts to extend and improve service. Those 
efforts brought progress in 1947 * n man y directions, concurrently with the 
major drive to .meet all immediate demands as quickly as possible. 

Service to automobiles, first introduced experimentally in 1946, is now 
being provided in 71 cities and along a number of inter-city highways with 
more than 4,000 vehicles equipped. There has also been a considerable in¬ 
crease in the number of leased or private telephone systems for automobiles, 
notably for state-wide police systems and for city and local police departments, 
taxicab companies and power companies. Service was started experimentally ’ 
for passengers on trains and on aircraft. Service to ships continues in increas¬ 
ing demand. New rural lines are being built at a record rate. More than 
500,000 rural telephones were added, bringing the total number of Bell tele¬ 
phones in rural areas to more than two million, 45 per cent more than when 
the war ended. Coaxial cables and new radio relay systems, both designed to 
carry television programs as well as telephone conversations, have now been 
installed over 6,000 miles of route and more are under construction. We are 
moving ahead on our program further to speed up long distance service by 
enabling operators to dial calls directly from coast to coast, straight through 
to the called telephone and to make it possible for telephone users to dial 
their own calls to increasingly distant points, automatic equipment making a 
proper record of the charges. 

Such developments, together with the continued demand for service and 
for higher grades of service which can be supplied as more facilities are installed 
and become available, indicate that the telephone is far from having reached 
its ultimate usefulness. Its future promises much. 

Earnings 

Bell System earnings in 1947 wer ^ adversely affected by strikes in the 
second quarter of the year and by the fact that wages and other expenses in¬ 
creased before increases in telephone rates were approved by regulatory 
authorities. A large portion of the rate increases already approved did not 
become effective until late in the year. Additional applications for increased 
rates are pending. 
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Operating revenues in 1947 were $2,224,583,000, an increase of $130,- 
918,000, or 6.3 per cent over 1946. Operating expenses, other than taxes, 
increased $202,629,000, or 12.7 per cent, due mainly to increases in wages 
and in the number of employees needed to keep pace with the increased vol¬ 
ume of telephone service. Total income available for interest and dividends 
was $228,296,000, as compared with $257,382,000 in 1946. This is a return of 
only 4.5 per cent on the total capital invested in the business, the lowest in 
the System’s history except in the depression years of 1932 and 1933. If the 
value of the plant were adjusted to today’s costs, this return would be about 
3 per cent. 

Interest charges were $62,660,000, an increase of $20,481,000 over 1946. 
The larger interest charges in 1947 reflect the increase in debt obligations 
which has come about through the necessity for obtaining large amounts of 
new capital to finance the very large construction program required to meet 
demands for service. Consolidated net income applicable to American Tele¬ 
phone and Telegraph Company stock, which was $208,552,000 in 1946 (in¬ 
cluding refunds for carry-back of tax credits), declined to $161,189,000 in 1947 
and was at the rate of $7.66 per share on the average number of shares out¬ 
standing. At the close of 1947, the current rate of Bell System earnings was 
better than for the year as a whole and was at an annual rate of over $9.00 a 
share. Earnings for the year 1946 were $10.23 per share, of which 73 cents 
was due to tax credits. Earnings of the American Company by itself were 
$7.43 per share in 1947 and $9.42 in 1946. 

Earnings should be substantially higher in times of increased business 
activity like the present in order to offset the reduced earnings which are 
inevitable in periods of lessened business activity. This is essential if the Sys¬ 
tem is to give good telephone service at all times. Telephone revenues which 
provide earnings adequate to maintain good credit are the basis for protect¬ 
ing the savings of those who have invested in the business and for obtaining 
the large additional sums necessary to build the additional plant needed to 
give service to all who want it and to give them the kind of service they want. 

Telephone Rates 

Because of the higher costs of operation and sharply reduced earnings, 
Bell System Companies have found it necessary to ask regulatory bodies to 
authorize increases in telephone rates. Thus far, increased rates amounting 
to over $118,000,000 annually have been approved or made effective in thirty- 
one states and the District of Columbia. Applications for further rate increases 
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totaling $70,000,000 per year are pending in some of these states and in eleven 
additional states. Other applications will be made in the near future. 

1 he overall increases in telephone rates have been very much less than 
the rise in prices generally. These telephone rate increases are the first im¬ 
portant ones since the adjustment period following World War I. Further¬ 
more, they amount to less than half the current savings to telephone users 
resulting from the reductions in long distance telephone rates which have 
been made since that period. 

The Bell System cannot, like many other businesses, finance out of earn¬ 
ings the expansion required to meet public demand for service. Money for 
expansion must come chiefly from investors, and to obtain this money the 
business must earn enough to attract and safeguard their savings. 

The outstanding development of the telephone in this country has been 
due, in no small measure, to the fact that over the years regulatory authorities 
generally have had the vision to approve levels of rates which have permitted 
good service to customers, fair wages to employees and a reasonable return 
to stockholders. 


Plant Expansion and Improvement 

Ihe telephone plant at the beginning of 1947 had already been over¬ 
loaded in the effort to keep up with the unprecedented demands for service. 
Although new construction in 1947 was much greater than at any time in the 
past, it was necessary to continue to stretch all facilities in order to serve as 
many people as possible. I he improvements in service already mentioned are 
encouraging in themselves, but their greatest significance is that they reverse 

the trend brought about by shortages during the war and in the first post-war 
year. 

During this period of high construction costs, many businesses are able 
to limit and defer plant additions and other major construction projects. Tele¬ 
phone companies, however, must, so far as within their power, carry forward 
the construction of facilities essential to furnish service to all who want it 
when they want it. 'Hierc are heavy demands for service to be met and these 

demands require that additional plant be built in spite of the increased cost 
of construction. 

Total expenditures for new construction were $1,185,000,000 in i 947 
compared with $690,000,000 in 1946 and $255,000,000 in 1945. Over two- 
thirds of the amount put into new construction in 1947 went into local ex- 
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change plant construction, including installation of equipment at customers 
premises. The balance went into additional toll and long distance plant. 

Investment in plant at the end of 1947 totaled $7,348,803,000, an increase 
of $1,054,384,000 during the year. Depreciation and amortization reserves 
were $2,380,466,000, or 32 per cent of the plant investment. 

The System installed enough central office equipment in 1947 to serve 
3,000,000 telephones, over 7,000,000 conductor miles of local cable, over 4>5°° 
miles of toll and long distance cable, and over 2,500 multi-channel systems 
with a capacity of many thousand additional long distance telephone circuits. 

Coaxial cables, together with other additions to toll and long distance 
plant, added about a million and three-quarters circuit miles to the toll and 
long distance network. This large increase reduced but did not eliminate the 
shortage of circuits. 

A transcontinental coaxial cable was completed in November from At¬ 
lanta to Los Angeles. With connections at Atlanta, this provides a second 
all-cable route to the West Coast, with an initial development of about 300 
circuits, many of which extend across the continent. Other large additions to 
the coaxial network include a link between Jacksonville and Miami which ex¬ 
tends these facilities from Atlanta to Miami and one between Chicago and 
Terre Haute which establishes a coaxial link from Chicago to St. Louis. 

Bell System Financing 

With expenditures for new construction in 1947 far in excess of those 
of any prior year, the Bell System required large amounts of new capital. 
More than $1,100,000,000 was obtained during the year. Four of the Com¬ 
pany’s subsidiaries, New York Telephone Company, The Pacific Telephone 
and Telegraph Company, Southern Bell Telephone and Telegraph Company 
and New England Telephone and Telegraph Company, sold long-term debt 
obligations in amounts of $125,000,000, $100,000,000, $75,000,000 and $40,- 
000,000, respectively. The greater part of the System’s cash requirements was 
obtained, however, from the sale of securities of the American Company. 

In March, American Telephone and Telegraph Company sold $200,000,- 
000 Thirty-Five Year 2 %% Debentures. This offering was followed in June 
by the sale of $200,000,000 Forty Year 2%% Debentures. Both of these 
issues as well as those of the subsidiaries were sold at competitive bidding. 

In November, the largest single financing operation in the System’s his¬ 
tory was undertaken when American Telephone and Telegraph Company 
offered to its shareholders rights to subscribe to an issue of $357,532,600 Ten 
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\car z\V/o Convertible Debentures. $348,418,500, or more than 97 per cent 
of this issue was subscribed for through the exercise of subscription rights 
and the $9,114,100 remaining has been sold in the market at a premium 
which amounted to $775,420. 1 hese debentures arc convertible into capi¬ 
tal stock of the Company on and after March 1, 1948 at a conversion price of 
$140 per share, payable by surrender of one $100 debenture and payment of 
$40 in cash for each share of stock to be issued in conversion. 

Of the Company’s Fifteen Year 3% Convertible Debentures of 1956 
832,692,400 was converted into stock at $140 per share during 1947 and the 
remaining $8,872,000 was called for redemption on September 1, 1947. In 
addition, during the year $55,405,900 of the Fifteen Year 2^4% Convertible 
Debentures of 1961, which became convertible on April 15, 1947, was con¬ 
verted into stock at $150 per share. $40,779,910 was received during the year 
as stock premiums as a result of these conversions. 

With the preponderance of securities issued in 1947 taking the form of 
funded debt, the proportion of debt in the System’s total capital increased 
from 38 per cent at the end of 1946 to about 49 per cent at the end of 1947. 
Nearly one-fourth of the total debt of the System at the end of 1947 is con¬ 
vertible into stock of the American Company. The effect of conversions is to 
reduce debt obligations by the amount of bonds converted and to increase 
equity capital by a larger amount due to the cash premiums paid in. Complete 
conversion of these bonds would reduce the proportion of debt capital to 
about 36 per cent. Equity capital will be further increased and the debt ratio 
decreased to the extent that additional shares are issued under the Employees’ 
Stock Plan. 

Employees ’ Stock Plan 

Under the Employees’ Stock Plan approved by stockholders in October 
1946, the Company in September 1947 offered stock to those of its employees 
(other than officers) and to those employees of its subsidiaries with more than 
six months service. Employees were entitled to purchase one share for each 
$500 of annual rate of pay, but no employee could purchase more than 50 
shares. Elections to purchase more than 1,430,000 shares were received from 
approximately 260,000 employees. Payment, which began in December 1947, 
is at the rate of $5 per share per month. I he price per share to employees is 
fixed at $20 below the market price when payment is completed but not more 
than $150 or less than $100. An employee may cancel his election to purchase 
in whole or in part and receive a refund which he may take either in cash or 
apply to the purchase of a smaller number of shares. 
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Stockholders 

During 1947, the Company’s stockholders increased by 27,714 and 
reached an all-time high of 723,374. More than half of the stockholders are 
women. The average number of shares held was 30 and no stockholder held 
as much as one-third of 1 per cent of the total stock outstanding. Holders of 
1 to 5 shares numbered 207,800 while 681,900 stockholders, or 94 per cent of 
the total, held less than 100 shares each. Holders of 100 shares or more, in¬ 
cluding insurance companies and other institutions representing additional 
thousands of investors, totaled 41,500 and held 45 per cent of the stock. More 
than 270,000 shareholders have owned stock in the Company for fifteen years 
or longer. 

Women owned 43.4 per cent of the total shares, men 25.7 per cent, while 
10.2 per cent was held in joint accounts, and 19.4 per cent by trustees, insur¬ 
ance companies, corporations and private firms; only 1.3 per cent was in the 
names of brokers. There were also at the end of 1947 a bout 27,700 holders of 
common stock of the Company’s principal telephone subsidiaries. 

The people who own the Bell System come from every walk of life, 
throughout the cities, towns and country-side of America. Six states have more 
than 50,000 stockholders each, 26 states more than 5,000, and no state has 
fewer than 600 stockholders. 

Employees 

At the end of the year, employees in the Bell System including the West¬ 
ern Electric Company and the Bell Telephone Laboratories numbered 663,- 
089, an increase of 45,935 over 1 94 ^ > 

Fifty-eight per cent of all System employees are women and in the Bell 
Telephone Companies women comprise sixty-seven per cent of the employees. 

Turnover continued its downward trend. Employees who have worked 
in the Bell System for ten years or more number 195,200, while 119,400 have 
periods of service of twenty years or more. 

More than 221,800 people were employed in 1947 to meet the increased 
requirements of the business and to replace losses; of these, 139,900 were 
women and 81,900 were men. 

The total pay roll for the Bell System for 1947 including the Western 
Electric Company and the Bell Telephone Laboratories was $1,790,900,000 an 
increase of $188,200,000 over 1946. For the fifth successive year, schedules of 
pay for Bell System employees increased above those for all preceding years. 
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Early in the year unions representing employees of most Bell System 
Companies presented very large wage and other demands. The Companies 
concerned were not able to reach agreements with the unions and on April 7 
strikes were called. Picket lines were established and a large proportion of the 
employees in most areas did not report for duty. For the country as a whole, 
about 80 per cent of local service was maintained and about 40 per cent of 
normal long distance service was handled during the strike. By the end of the 
strike, over 80 per cent of normal long distance traffic was being handled. 
Agreements were reached between April 30 and May 20 and employees re¬ 
turned to work. 

Western Electric Company 

Operations of Western Electric Company, the manufacturing and supply 
unit of the System, were at a higher level than ever before in spite of the loss 
in production caused by the strike during the second quarter of the year. Total 
sales amounted to $995,964,000, an increase of 63 per cent over 1946 and 132 
per cent over 1929, the largest pre-war year. Sales to Bell System Companies 
amounted to $902,855,000 and accounted for over 90 per cent of total sales 
as compared to 85 per cent in 1946. Non-Bell sales included $40,635,000 of 
direct sales to the Federal Government. 

1 he raw material supply situation generally improved during the year. 
Steel, lead and copper were the items remaining in shortest supply. The 
availability of cotton textiles, plastics and synthetic rubber improved some¬ 
what in the latter half of the year. 

The greatly expanded operations of Western Electric required increased 
capital which was met in part by an issue of capital stock. A new offering 
of 1,500,000 shares, bringing the total outstanding to 9,000,000 shares, was 
made in May 1947 to stockholders. The offer was fully subscribed and pro¬ 
vided $60,000,000 additional equity capital. American Telephone and Tele¬ 
graph Company purchased 1,497,406 shares of this offering. 

Earnings of Western Electric Company, including subsidiaries, amounted 
in 1947 to $32,291,000 or 3.2 per cent of sales, compared with 2 per cent last 
year. Western Electric prices were increased during the year by about 13 per 
cent. As compared with pre-war. Western Electric prices on products it manu¬ 
factures have increased substantially less than those for manufactured products 
generally. With the increased volume of production and stabilization of its 
operations Western Electric was able to reduce prices on such products by 
5 per cent, effective January 1, 1948. 
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Research 

Our country’s future technological progress and the continuation of our 
industrial preeminence depend on research. No better example of the values 
of research can be found than in the progress of the Bell System, for research 
has been identified with the evolution of telephony from its beginning. It is 
our policy to maintain a high level of research activity at all times, ever seek¬ 
ing new, better and cheaper ways to provide communication services. 

An outstanding forward step, product of years of scientific investigation 
beginning long before the war, became a reality in the opening on November 
13,1947 of a radio relav system between New York and Boston. Radio relay, 
like coaxial cable, is designed to carry large groups of telephone circuits and to 
transmit television programs. Towers 20 to 40 miles apart, located where 
possible on hilltops, are equipped to receive transmissions from adjacent 
towers and pass them on, restrengthened, to the next. Messages or images 
are carried by radio waves of extremely high frequency concentrated in a beam 
as sharp as that from a searchlight. 

At the opening demonstration, observers at Boston, New York and Wash¬ 
ington viewed scenes picked up by television cameras in each of these places, 
the images being carried by coaxial cable between Washington and New York 
and by radio relay between New York and Boston. Radio relay thus supple¬ 
ments the network of coaxial cables. A further extension of radio relay will 
connect New York and Chicago, and other extensions will follow. 

Among the new products of research employed in this radio relay system 
are new electron tubes capable of amplifying currents of frequencies of billions 
per second. These tubes are only a few of many new and radical types evolved 
in recent years. As new electronic devices are invented, new horizons of elec¬ 
trical communication come to view. For example, a new type of electronic 
tube called the traveling-wave tube offers promise of greatly increasing the 
number of telephone conversations and television programs which can be 
carried simultaneously. Another new tube, called the pulse-coder, promises to 
prevent degradation of sound or sight no matter how long the chain of radio 
relay links. Other new types of electron tubes are finding application in 
switching systems. 

Overseas Service 

Telephone service with overseas countries continued at the high level 
which has characterized the post-war period. Reduction in the number of calls 
placed by members of our military forces overseas was offset by increased 
use of the service by the general public. 
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Service was restored during the year to China, Czechoslovakia, Finland, 
Greece, Hungary, Poland, Korea, Rumania, Yugoslavia, the Netherlands 
Indies, and extended to British Guiana. Over 70 countries and territories of 
the world can now be reached by telephone from the United States. The 
speed and quality of service with most points overseas have been improved by 
the addition of new equipment, the introduction of better methods and the 
gradual rehabilitation by foreign countries of their own telephone service. 

Benefit and Pension Plan 

The Bell System’s Plan for Employees’ Pensions, Disability Benefits and 
Death Benefits, with amendments from time to time since its establishment 
on January 1, 1913, has now completed its thirty-fifth year. Its continuous 
operation over these years without cost to the employees has proved important 
in maintaining the efficiency of the business; in aiding employees and their 
families in meeting the problems attending sickness, accident and death; and 
in providing pensions. 

The Plan is maintained and paid for by the Companies. Service pensions 
are paid from Pension Trust Funds accrued in advance on an actuarial basis, 
and these Funds are devoted wholly and irrevocably to service pension pur¬ 
poses. Other payments under the Plan are charged to current expenses as 
they are made. 

The Pension Trust Funds of the Bell System Companies, including the 
Western Electric Company and the Bell Telephone Laboratories, amounted 
to $826,475,000 at the end of 1947. At the end of the year, there were 11,670 
men and 7,060 women, ora total of 18,730, on the service pension rolls. Some 
13,000 more had been credited with enough service and had attained the age 
which entitled them, at their own request, to retire with a pension as pro¬ 
vided in the Plan. 

Payments made under the Plan to the Pension Trust Funds and to about 
109,000 employees and dependents of employees in 1947 were 8.3 per cent 


of the pay roll and were: 

To Pension Trust Funds_$120,349,000 

Sickness Disability Benefits_ 22,090,000 

Accident Disability Benefits_ 1,348,000 

Death Benefits. 3,817,000 

Disability Pensions_ 1,216,000 

Total-- $148,820,000 
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Employee Thrift Plans 

The Bell System Companies provide the opportunity for employees to 
have allotments made from their pay for payment of life insurance premiums 
and hospital and surgical service, purchase of United States savings bonds and 
American Telephone and Telegraph Company stock, deposits in savings in¬ 
stitutions and, in some companies, other related purposes such as payments 
to credit unions. 

During 1947, the total amount so laid aside by employees was $136,- 
900,000, or over 7.6 per cent of the pay roll. 

America’s Leadership in Telephone Service 

Many more than half of all the world’s telephones are in the United 
States. We have one telephone for every four people, compared with one for 
every 90 people in the rest of the world, and the average American makes 
more use of telephone service than the citizen of any other country. Not only 
is our service more extensive, but it is also better and more valuable—and now 
that the most severe service problems brought about by the war have been sur¬ 
mounted, its quality is again improving. 

The spirit of service, the form of organization and the financial integrity 
of the Bell System have contributed fundamentally to America’s telephone 
leadership. The values of each have again been strikingly demonstrated dur¬ 
ing the post-war period. To meet the extraordinary demands for service, the 
System in the last two years has been successful in marshaling a volume of 
work, an amount of investment capital, and an array of high-quality equip¬ 
ment which taken together are, we believe, without parallel in the peacetime 
experience of any business organization. 

The Bell System expects to meet fully the many opportunities and respon¬ 
sibilities that lie ahead. We are confident that the policies and methods which 
have brought about this country’s world leadership in telephone communica¬ 
tion will serve to maintain that leadership to the further advantage of the 
American people, our customers, employees and stockholders. With unceas¬ 
ing research and close cooperation between research, manufacturing and oper¬ 
ating groups; with fair wages, good working conditions and advancement of 
employees on the basis of merit; with a fundamental policy of providing always 
the best service that it is possible to render, at the lowest cost consistent with 
earnings sufficient to protect the savings of investors and attract the new capital 
needed for the further expansion and improvement of service; with these and 
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with the spirit of service to the public which is the animating tradition of all 
our work, the Bell System can be relied on to increase steadily the usefulness 
and value of its service to the nation. 

For the Board of Directors, 

WALTER S. GIFFORD, 


February 10, 1948. 


President. 







FINANCIAL STATEMENTS 


Bell System Financial Statements, consolidating the accounts of the American 
Telephone and Telegraph Company and its principal telephone subsidiaries are 
shown on pages 16 to 20, inclusive. 

Financial Statements of the American Telephone and Telegraph Company 

alone are shown on pages 22 to 25. 

• 

The companies whose accounts are consolidated with those of the American 
Company in the Bell System Financial Statements comprise all operating telephone 
companies having assets in excess of $1,000,000 in which the American Company 
owns, directly or indirectly, securities representing more than 50% of the voting 
power. Such companies are listed below, those which are indirectly controlled being 
indented under the immediately controlling company: 

New England Telephone and Telegraph Company 
New York Telephone Company 
New Jersey Bell Telephone Company 
The Bell Telephone Company of Pennsylvania 
The Diamond State Telephone Company 
The Chesapeake and Potomac Telephone Company 
The Chesapeake and Potomac Telephone Company of Baltimore City 
The Chesapeake and Potomac Telephone Company of Virginia 
The Chesapeake and Potomac Telephone Company of West Virginia 
Southern Bell Telephone and Telegraph Company 
The Ohio Bell Telephone Company 
Michigan Bell Telephone Company 
Indiana Bell Telephone Company 
Wisconsin Telephone Company 
Illinois Bell Telephone Company 
Northwestern Bell Telephone Company 
Southwestern Bell Telephone Company 
The Mountain States Telephone and Telegraph Company 
The Pacific Telephone and Telegraph Company 
Bell Telephone Company of Nevada 

Southern California Telephone Company (Merged with The Pacific 
Telephone and Telegraph Company on March 31, 1947) 

The companies consolidated have for many years maintained their accounts in 
accordance with Uniform Systems of Accounts prescribed for telephone companies 
by Federal authorities. The System of Accounts now in use was prescribed by the 
Federal Communications Commission, effective January 1, 1937. 

Telephone Plant is shown in the Consolidated Balance Sheet in the aggregate 
of the amounts at which it is carried in the accounts of the individual companies 
consolidated. For the companies in the consolidated group, all intercompany 
security holdings, intercompany receivables and payables, and intercompany items 










of income and expense, except minor items which cannot readily be identified, are 
excluded. In the elimination of intercompany security holdings the difference 
between the aggregate cost of such securities to the companies owning them and 
the aggregate par value of such securities has been applied to reduce the com¬ 
bined surplus accounts of the companies consolidated. 

The proportionate interest of the companies consolidated in subsidiaries not 
consolidated is included in the Consolidated Balance Sheet in the aggregate of the 
equities applicable thereto as computed from the accounts of these subsidiaries, 
and the proportionate interest in their earnings is included in "‘Other Income” in 
the Consolidated Income Statement. The principal subsidiary not consolidated is 
Western Electric Company, which manufactures most of the telephone apparatus, 
cable, switchboards, etc., used by the companies consolidated and procures and 
sells to them material and supplies not of its own manufacture. Contracts between 
Western Electric Company and its affiliated telephone companies provide that its 
prices to them shall be as low as to its most favored customers for like materials 
and services under comparable conditions. Items purchased by the telephone com¬ 
panies from Western Electric Company arc entered in their accounts at cost to 
them, which includes the return realized by Western Electric Company on its in¬ 
vestment devoted to such business. 


Pierre W. Saxton 

Comptroller 
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BELL SYSTEM FINANCIAL STATEMENTS 

(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries') 
Consolidated Balance Sheet 


ASSETS 


Plant and Other Investments 

Telephone Plant (a). 

At December 31, 1947 this property was classified in the 
accounts of the companies as follows: 

Telephone Plant in Service. $6,996,483,517 

Telephone Plant under Construction.... 322,578,416 

Property Held for Future Telephone Use 13,424,164 
Telephone Plant Acquisition Adjustment 16,316,768 

Miscellaneous Physical Property. 

Investments in Subsidiaries not consolidated (b). 

Equities in Subsidiaries not consolidated in excess of invest¬ 
ments therein .*..•• • 

Other Investments (b). 

Principally in non-controlled telephone companies. 

Total Plant and Other Investments. 


Current Assets 

Cash and Demand Deposits. 

Temporary Cash Investments. 

Comprises at December 31, 1947, U. S. short-term obliga¬ 
tions having a market value of $460,616,000. 

Special Cash Deposits. 

Current Receivables.*. 

Amounts due for service (less reserves amounting to 
$3,408,882 at December 31, 1947), working advances, 
interest and dividends receivable, etc. 

Material and Supplies. 

Principally for construction and maintenance purposes. 

Total Current Assets. 


Deferred Debits 

Prepayments of Rents, Taxes, Directory Expenses, etc 

Unamortized Debt Discount and Expense. 

{After deduction of unextingtiished premium.) 

Other Deferred Debits. 

Total Deferred Debits. 

Total Assets.. 


December 31, 
J 947 

$7,348,802,865 

December 31, 

*946 

$6,294,419,079 

7,066,961 

325,895,608 

7,781,162 

262,888,566 

31,706,002 

59,607,008 

26,382,886 

53,242,166 

? 7 > 773 >° 7 8 ’444 

$6,644,713,859 

$ 71,877,921 

460,709,313 

$ 55,260,573 

307,956,769 

5 - 5 8 9-744 

270,509,708 

5-964-817 

230,284,220 

1 35,663,468 

1 

93,504,118 

$ 944,350,154 

$ 692,970,497 

$ 28,752,669 

$ 20,496,227 

1 * 141 ' 


26,196,023 
$ 54,948,692 

22,017,667 
$ 43,241,365 

$8,772,377,290 

$7,380,925,721 


For notes, see page 20. 
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BELL SYSTEM FINANCIAL STATEMENTS 

C American Telephone and Telegraph Company and its Principal Telephone Subsidiaries ) 


Consolidated Balance Sheet— Continued 


LIABILITIES 


Capital Stock 

American Telephone and Telegraph Company: 

Common Stock—Par Value. 

Premiums on Capital Stock. 

Amount received in excess of par value. 

Capital Stock Installments (c). 

December 31, 
*947 

$2,148,798,200 

387,920,653 

7,122,639 

95,526,000 

17,904,300 

$2,657,271,792 

December 31, 
1946 

$2,060,699,900 

346,929,249 

Subsidiaries Consolidated—stocks held by public: 

Common Stock . 

91,292,100 

17,904,300 

$2,516,825,549 

Preferred Stock. 

Total Capital Stock . 

Funded Debt (see page 21) 

American Telephone and Telegraph Company. 

Subsidiaries Consolidated .. 

Total Funded Debt . 

$1,726,100,300 
1,033,000,000 
$2.7 co. 100.200 

$1,061,773,200 

693,000,000 

Si 77^ *»nn 




Current and Accrued Liabilities 

Notes Payable . 

$ 40,000,000 

297,283,013 
50,155,126 
48,755,688 
18,855,625 
18,294,896 

1 45 > l 35 » 4 0 5 

$ 618,479,751 

c 

Accounts Payable . 

Advance Billing for Service and Customers’ Deposits. 

v . 

221,179,268 
43,868,016 
46,858,295 
15,137,966 
12,611,566 
165,290,469 
$ 504,945,580 

Dividends Payable . 

Other Current Liabilities. 

Interest Accrued. 

Taxes Accrued . 

Total Current and Accrued Liabilities . 

Deferred Credits 

Unextinguished Premium on Funded Debt. 

$ 8,224,267 

14 , 205,445 

$ 22,429,712 

$ 

(After deduction of unamortized discount and expense .) 

Other Deferred Credits. 

Total Deferred Credits . 

14,137,166 
$ 14,137,166 

Depreciation and Amortization Reserves. 

Provision to meet loss of investment in Telephone Plant 
upon its ultimate retirement from service. 

$2,380,465,795 

$2,225,414,650 

Surplus applicable to Stocks of Subsidiaries 

CONSOLIDATED HELD BY PUBLIC. 

$ 4 < 1 4 8 >797 

$ 4,313,460 

Surplus applicable to Stock of A. T. & T. Co. 

Surplus Reserved (d). 

Unappropriated Surplus (see page 19). 

$ 5,081,641 

325,399,502 

$ 64,484,114 

296,032,002 

Total Liabilities . 

$ 330,481,143 

SK 

$ 360,516,116 
$7,380,925,721 

































































BELL SYSTEM FINANCIAL STATEMENTS 


(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries') 


Consolidated Income Statement 


Operating Revenues 

Local Service Revenues. 

Toll Service Revenues. 

Miscellaneous Revenues. 

Derived from directory advertising, lents and miscellaneous 
sources . 

Less: Uncollectible Operating Revenues. 

Total Operating Revenues (e). 


Operating Expenses 

Current Maintenance. 

Cost of inspection, repairs and rearrangements required to 
keep the plant and equipment in good operating condition. 

Depreciation and Amortization Expense. 

Provision to meet loss of investment when depreciable 
property is retired from service, based on rates designed to 
spread this loss uniformly over the service life of the 
property. Such provision represented approximately 4 % of 
average investment in depreciable plant in service . 

Traffic Expenses. 

Costs incurred in the handling of messages, principally 
operators' wages. 

Commercial Expenses. 

Costs incurred in business relations with customers; pay 
station commissions; cost of directories, adx'ertising, etc. 

Operating Rents... 

General and Miscellaneous Expenses: 

General Administration . 

Accounting and Treasury Departments.. 

Development and Research (f). 

Provision for Employees’ Service Pensions (g). 

Employees’ Sickness, Accident, Death and Other Benefits 

Other General Expenses. 

Less: Expenses Charged Construction. 

Total Operating Expenses. 

Net Operating Revenues. 


Operating Taxes 
Federal Taxes on Income: 

Income Taxes. 

Refunds due to carry-back of Excess Profits credits. 

Other Taxes—principally State, local and Social Security_ 

Total Operating Taxes. 

Net Operating Income (carried forward) . 


Year 1947 Year 1946 


$1,272,935,157 

862,565,598 

05,716,686 

$1,163,791,306 

857,667,039 

76,962,445 

6,634,509 

$2,224,582,932 

4 . 755- 8 49 

$2,093,664,941 

$ 482,621,307 

$ 410,947,934 

2 37 > 397- 8 77 

212 ,95 5,41 5 

580,567,850 

537,845,900 

214,262,371 

187,161,270 

1 9 > 754 > 7 2 7 

i 6 > 397> 2 59 

- 3 * 9 1 4 » 3 ® 2 

105,968,527 

13,662,516 

83,586,066 

23,703,887 

31,299,675 

2 3 > 35 1 > 5°3 

20,388,339 

91.9ii.771 

15,789,631 

65 , 3 » 7.»74 
22,310,004 
27,479,!°4 

1 7 » 74^333 

$1,793,387,682 
$ 431,195,250 

$1,590,758,468 
$ 502,906,473 

$ 74,381,767 

171,272,855 
$ 245,654,622 
$ 185,540,628 

$ 117,193,990 
(16,658,655) 
156,880,226 
$ 257,415,561 
$ 245,490,912 


* Credit. 

For notes, see page 20. 
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BELL SYSTEM FINANCIAL STATEMENTS 


(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries ) 


Consolidated Income Statement— Continued 


Net Operating Income (brought forward) . 

Other Income 

Dividends from subsidiaries not consolidated (h) . .. 

Proportionate interest in earnings (after dividends) of sub¬ 
sidiaries not consolidated (i).. . 

Dividends from other companies . 

Miscellaneous income . 

Less: Miscellaneous deductions from income (g) . 

Income Available for Fixed Charges . 

Fixed Charges 

Interest on Funded Debt .,. 

Other Interest . 

Amortization of Debt Discount and Expense. 

Other Fixed Charges . 

Net Income. 

Net Income Applicable to Minority Interests 

Preferred Stock . 

Common Stock ... 

Net Income Applicable to A.T.&T. Co. Stock. 

Consolidated Earnings per share of A. T. & T. Co. Stock (j) .. 


Year 1947 
$ 185,540,628 

# 

$ 28,272,377 

5,471,188 
3.879.658 
16,023,975 
10,891,872 
$ 228,295,954 


•$ 61,439,505 

1,148,401 

47> 6 94 

2 3 > 9*9 


$ i65;636,435 


$ 1,074,258 

_ 3 > 373>554 

$ 161,188,623 

$7.66 


Year 1946 
$ 245,490,912 


$ 13,224,20^ 

676,524 
3,847,360 
8,288,186 
H,H 5.317 

$ 257,381,869 


5 39,558,963 

2,357,267 
241,029 
21,617 

$ 215,202,991 


$ 1,074,258 

5 , 577.^6 

$ 208,551,507 

$10.23 


Analysis of Consolidated Unappropriated Surplus Applicable to American 
Telephone and Telegraph Company Stock—Year 1947 


Unappropriated Surplus—December 31, 1946 
Net Income applicable to A. T. & T. Co. Stock.. 

Transfers from Surplus Reserved—Net. 

Other additions. 


$296,032,002 

$161,188,623 

59,402,473 

1,604,608 


Total Additions 


$222,195,704 


Dividends on A. T. & T. Co. Stock. 

Write-down of Telephone Plant Acquisition Adjustment 
Write off of Organization and Capital Stock Expense... 
Other deductions. 


$189,312,852 

1,129,891 

937>745 

M 47 ’ 7>6 


Total Deductions 


$192,828,204 


Unappropriated Surplus—December 31, 1947 


$ 3 * 5 , 399 , 5 °:* 


*9 

















































NOTES TO BELL SYSTEM FINANCIAL STATEMENTS 


(a) “Telephone Plant" comprises land and buildings, rights of way, poles, wire, cable, underground 
conduit, switchboards, telephones, vehicles, furniture, etc. As required by the Uniform System of 
Accounts for Telephone Companies, “Telephone Plant in Service," “Telephone Plant under Con¬ 
struction" and “Property Held for Future Telephone Use" are stated at cost to the companies 
except that property included therein which was acquired from a predecessor owner is stated at its 
original cost when first cjpdicated to the public use. The amount classified as “Telephone Plant 
Acquisition Adjustment" represents certain costs attributable to property purchased from pred 
ecessor owners. Expenditures for patents have been charged off as incurred and thus are not 
included in the asset accounts. 

(b) These investments are, with minor exceptions, stated at cost. At December 31, 1947, securi¬ 
ties included in Investments in Subsidiaries not consolidated at $28,338,000 and securities 
included in Other Investments at $10,451 were pledged under a bond indenture. 

(c) Installment payments made by employees of American Telephone and Telegraph Company 
and its subsidiary companies who have elected to purchase shares under the Employees' Stock 
Plan. (See page 7.) 

(d) The amount shown at December 31, 1946 includes $56,479,871 reserved by American 
Telephone and Telegraph Company against general contingencies, which amount was transferred 
to Unappropriated Surplus in 1947. 

(e) “Total Operating Revenues” include approximately $4,500,000 in 1947 and $3,900,000 in 
1946, which may be subject to refund in the event of adverse decisions in certain pending rate cases. 

(f) Cost of development and research work carried on in behalf of the American Telephone and 
Telegraph Company by Bell Telephone Laboratories. 

(g) Total current accruals for employees’ service pensions amounted to $91,766,049 for 1947 
and $73,619,562 for 1946, of which $8,179,983 for 1947 and $8,302,388 for 1946 were 
charged to Miscellaneous Deductions from Income in order to comply with accounting require¬ 
ments of the Federal Communications Commission. The companies and their independent public 
accountants consider that these latter amounts were, in fact, current operating expenses. 

(h) Includes dividends received from Western Electric Company in the amounts of $26,943,786 
in 1947 and $11,972,512 in 1946. (In December 1946 and again in May 1947, Western Electric 
Company increased its equity capital through the sale of additional shares, almost all of which 
were purchased by the American Telephone and Telegraph Company. Through these purchases 
the American Company’s investment in Western Electric Company stock was nearly doubled.) 

(i) Includes the American Telephone and Telegraph Company’s proportionate interest (over 

99%) in the earnings (after dividends) of Western Electric Company and its subsidiaries amount¬ 
ing to $5,280,541 in 1947 anc * $335>437 1946. 

(j) Based on average number of shares outstanding—21,034,761 in 1947 and 20,384,750 in 1946. 


20 










BELL SYSTEM 

Funded Debt December 31,1947 


American Telephone and Telegraph Company: Amount 

Fifteen Year Convertible Debenture 3s, 1956. $ . 

Ten Year Convertible Debenture 234 s, 1957 ( a ). 348,418,500 

Fifteen Year Convertible Debenture 2V4S , 1961 (b).... 287,681,800 

Thirty Year Debenture 234 s, 1970. 140,000,000 

Thirty Year Debenture 234 s, 1975. 160,000,000 

Thirty-Five Year Debenture 234 s, 1976. 90,000,000 

Thirty-Five Year Debenture 234 s, 1980. 175,000,000 

Thirty-Five Year Debenture 234 s, 1982. 200,000,000 

Forty Year Debenture 2 34 s, 1986. 125,000,000 

Forty Year Debenture 2 74 s, 1987. 200,000,000 

New England Telephone and Telegraph Company: 

First Mortgage 5s, 1952, Series A.. 35,000,000 

First Mortgage 434s, 1961, Series B. 40,000,000 

First Mortgage 234 s, 1975, Series D. 20,000,000 

Thirty-Five Year Debenture 3s, 1982. 40,000,000 

New York Telephone Company: 

Refunding Mortgage 3s, 1964, Series C. 75,000,000 

Refunding Mortgage 234 s, 1982, Series D. 125,000,000 

Bell Telephone Company of Pennsylvania: 

First and Refunding Mortgage 5s, i960, Series C. 50,000,000 

First and Refunding Mortgage 234 s, 1976, Series D.... 20,000,000 

First and Refunding Mortgage 234 s, 1973, Series E.... 35,000,000 

Diamond State Telephone Company: 

Thirty Year Debenture 3s, 1968. 3,000,000 

Southern Bell Telephone and Telegraph Company: 

Thirty Year Debenture 234 s, 1972. 35,000,000 

Forty Year Debenture 3s, 1979. 25,000,000 

Forty Year Debenture 234 s, 1985. 45,000,000 

Forty Year Debenture 2 74 s, 1987. 75,000,000 

Illinois Bell Telephone Company: 

First Mortgage 234 s, 1981, Series A. 50,000,000 

Southwestern Bell Telephone Company: 

Forty Year Debenture 234 s, 1985. 75,000,000 

Mountain States Telephone and Telegraph Company: 

Forty Year ^Debenture 2 34 s, 1986. 35,000,000 

Pacific Telephone and Telegraph Company: 

Forty Year Debenture 234 s, 1985. 75,000,000 

Forty Year Debenture 274 s, 1986. 75,000,000 

Forty Year Debenture 3 34 s, 1987. 100,000,000 

Total Funded Debt. $2,759,100,300 


* Decrease. 

(a) Convertible into stock at $140 per share on and after March 1, 1948. 

(b) Convertible into stock at $150 per share. 


Increase 
During Year 

$ (41,564,400)* 
348,418,500 
(42,527,000)* 


200,000,000 


200,000,000 


40,000,000 


125,000,000 


75,000,000 


100,000,000 

$1,004,327,100 


21 




























































AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Balance Sheet 


ASSETS 

Plant and Other Investments 

Telephone Plant (a). 

At December 31, 1947 this property was classified in the 
accounts as follows: 

Telephone Plant in Service. $ 711 » 359»543 

Telephone Plant under Construction.... 48,569,487 

Property Held for Future Telephone Use 437,911 

Investments in Subsidiaries (at cost—see page 26). 

Stocks . $3,043,701,294 

Advances . 482,967,500 

Other Investments (at cost—see page 26). 

Stocks . $ 46,381,245 

Advances . 1,800,000 

Miscellaneous . 365,691 

Total Plant and Other Investments. 


Current Assets 

Cash and Demand Deposits. 

Temporary Cash Investments. 

Comprises at December 31, 1947, U. S. short-term obliga¬ 
tions having a market value of $456,615,000. 

Special Cash Deposits. 

Current Receivables...... 

Amounts due for service (less reserve amounting to 
$49,154 at December 31, 1947), working advances, in¬ 
terest and dividends receivable, etc. 

Material and Supplies. 

Principally for construction and maintenance purposes. 

Total Current Assets. 


Deferred Debits 

Unamortized Debt Discount and Expense. 

(After deduction of unextinguished premium.') 

Other Deferred Debits. 

Total Deferred Debits. 

Total Assets. 


December 31, 
1947 

$ 760,366,941 

December 31, 
* 94 6 

$ 677,033,709 

3,526,668,794 

2,984,847,798 

48,546,936 

43,014,021 

$4,335,582,67! 

$3,704,895,528 

$ 15,802,727 

456,708,650 

$ 12,853,535 

307,956,769 

2,006,813 

3 1 > 775> 12 3 

1,768,477 

25,935,801 

13,424,778 

10,123,674 

$ 519,718,091 

$ 358,638,256 

$ . 

$ 2 , 598 - 5*7 

13,511,72! 

J 5 > 399 > 3 21 

$ 15,399,321 

$ l6,HO,238 

$4,870,700,083 

$ 4 , 079 , 644,02 2 


For notes, see page 25. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Balance Sheet —Continued 




LIABILITIES 

Capital Stock 

Common Stock—par value ($100 per share). 

Authorized, 35,000,000 shares; outstanding at December 
31, 1947, 21,487,982 shares (b). 

Premiums on Capital Stock.. 

Amount received in excess of par value . 

Capital Stock Installments (c).. 

Total Capital Stock. 


Funded Debt (see page 21).. 

Current and Accrued Liabilities 

Dividend Payable . 

Accounts Payable . 

Interest Accrued . 

Taxes Accrued. 

Total Current and Accrued Liabilities 


Deferred Credits 

Unextinguished Premium on Funded Debt. 

(After deduction of unamortized discount and expense.') 
Other Deferred Credits.. 

Total Deferred Credits. 


Depreciation Reserve. 

Provision to meet loss of investment in Telephone Plant 
upon its ultimate retirement from service. 


Surplus 

Surplus Reserved (d). 

Unappropriated Surplus . 

Total Surplus. 

Analysis of change during 1947: 


Net Income (see page 24). $156,344,238 

Other additions. 524,022 

Total additions. $156,868,260 

Dividends declared . $189,312,852 

Other deductions .. 833,600 

Total deductions. $190,146,452 

Net decrease. $ 33,278,192 

Total Liabilities. 


December 31, 
*947 

December 31, 
1946 

$2,148,798,200 

$2,060,699,900 

387,920,653 

• 

346,929,249 

7,122,639 


$2,543,841,492 

$2,407,629,149 

$1,726,100,300 

$1,061,773,200 

$ 48,333,730 

27,605,605 
8,283,146 
21,698,298 

$ 46,359,64! 

23,452,309 
6,504,935 
32,99!,251 

8 105,920,779 

$ 109,308,136 

$ 2,194,943 

$ . 

12,189,775 
$ 14,384,718 

11,958,310 
$ 11,958,310 

$ 273,670,580 

$ 248,914,821 

$ . 

$ 56,479,871 

183,580,535 

206,782,214 

$ 206,782,214 

$ 240,060,406 

$4,870,700,083 

$4,079,644,022 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


Income Statement 

Operating Revenues Year 1947 

Toll Service Revenues.. $162,413,496 

License Contract Revenues. 29,996,511 

Received for services furnished telephone companies. 

Miscellaneous Revenues . 9,444,124 

Less: Uncollectible Operating Revenues. 675,999 

Total Operating Revenues . $201,178,132 


Operating Expenses (e) 

Current Maintenance .. $ 3 ^> 5 2 4 » 3 2 7 

Depreciation and Amortization Expense. 28,559,295 

Traffic Expenses . 26,209,921 

Commercial Expenses. 6,664,067 

Operating Rents. 6,891,832 

General Administration . 9,948,414 

Accounting and Treasury Expenses. 7,894,999 

Development and Research (f). 13,662,516 

Provision for Employees’ Service Pensions (g). 5,372,663 

Employees’ Sickness, Accident, Death and Other Benefits.. 1,520,196 

Other General Expenses. 4,131,770 

Less: Expenses Charged Construction. 1,582,756 


Total Operating Expenses . $145,797,244 

Net Operating Revenues ... $ 55,380,888 


Operating Taxes 

Federal Taxes on Income. $ 17,120,000 

Other Taxes—principally State, local and Social Security.. 10,704,459 


Total Operating Taxes . $ 27,824,459 


Net Operating Income. $ 27,556,429 

Other Income 

Dividend Income (h). $150,320,564 

Interest Income . 14,036,431 

Miscellaneous Income. 1,230,386 

Less: Miscellaneous Deductions from Income (g). 831,059 


Income Available for Fixed Charges. $192,312,751 

Fixed Charges 

Interest on Funded Debt.. $ 35,987,518 

Other Interest. 18,300 

Amortization of Debt Discount and Expense. . 

Less: Release of Premium on Funded Debt. 37,305 

Net Income. $156,344,238 


Earnings per share (i). $ 7*43 


Year 1946 

$181,254,385 

28,186,361 

8,060,226 

73 2 >°43 

$216,768,929 


$ 35,002,446 
25,997,27! 
28,800,397 
7,693,025 

, 7 > 333 . 212 

8,924,421 
6,761,446 
15,789,631 
4.603,473 
1,525,224 
3,982,292 
1 > 35 2 >439 
$145,060,379 
$ 71,708,550 


$ 28,344,000 
10,237,035 

$ 38,581,035 

$ 33,127,515 


$171,441,401 

7,099,106 

1,125,242 

1,289,018 

$211,504,246 


$ 19,266,558 
233,056 
7 2 > 5 22 


$191,932,110 


$9.42 


2 4 
































































AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


Notes to Balance Sheet and Income Statement 

(a) ‘‘Telephone Plant” comprises land and buildings, rights of way, poles, wire, cable, underground 
conduit, switchboards, vehicles, furniture, etc. As required by the Uniform System of Accounts 
for Telephone Companies, “Telephone Plant in Service,” “Telephone Plant under Construction” 
and “Property Held for Future Telephone Use” arc stated at cost to the Company except that 
property included therein which was acquired from a predecessor owner is stated at its original 
cost when first dedicated to the public use. Expenditures for patents have been charged off as 
incurred and thus are not included in the asset accounts. 

(b) The authorized capital stock was increased from 25,000,000 to 35,000,000 shares on April 22, 

1 947 » 

A total of 6,452,144 authorized and unissued shares was reserved at December 31, 1947 for 
conversion of debentures, as follows: 2,876,818 shares for conversion of the Fifteen Year 2^4% 
Convertible Debentures, due December 15, 1961, which are convertible at $150 per share, and 
3,575,326 shares for conversion of the Ten Year 2^4% Convertible Debentures, due December 
15, 1957, which are convertible beginning March 1, 1948 at $140 per share. (These conversion 
prices are subject to adjustment as provided in the respective indentures.) See page 7 as to shares 
being purchased under Employees’ Stock Plan. 

(c) Installment payments made by employees of American Telephone and Telegraph Company 
and its subsidiary companies who have elected to purchase shares under the Employees' Stock 
Plan. (See page 7.) 

(d) The amount of $56,479,871 reserved against general contingencies at December 31, 1946 was 
transferred to Unappropriated Surplus in 1947. 

* (e) Operating expenses are incurred principally in connection with the Company’s long distance 
communication services and in the performance of License Contract services furnished telephone 
companies. 

(f) Cost of development and research work carried on in behalf of the Company by Bell Tele¬ 
phone Laboratories. 

(g) The total provision for employees’ service pensions amounted to $5,872,067 for 1947 
and $5,121,766 for 1946, of whidh $499,404 for 1947 an< ^ $518,293 for 1946 were charged 
to Miscellaneous Deductions from Income in order to comply with accounting requirements of 
the Federal Communications Commission. The Company and its independent public account¬ 
ants consider that these latter amounts were, in fact, current operating expenses. 

(h) Includes dividends from subsidiaries in the amount of $147,072,141 for 1047 and $168,- 
291,023 for 1946. 

(i) Based on average number of shares outstanding—21,034,761 in 1947 anc * 20,384,750 in 1946. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Investments in Stocks and Advances—December 31,1947 


Subsidiaries 

New England Tel. & Tel. Co. 

New York Tel. Co. 

New Jersey Bell Tel. Co. 

Bell Tel. Co. of Pennsylvania.... 

Diamond State Tel. Co. 

Chesapeake & Potomac Tel. Co... 
Chesapeake & Potomac Tel. Co. 

of Baltimore City. 

Chesapeake & Potomac Tel. Co. 

of Virginia . 

Chesapeake & Potomac Tel. Co. 

of West Virginia . 

Southern Bell Tel. & Tel. Co. 

Ohio Bell Tel. Co. 

Michigan Bell Tel. Co. 

Indiana Bell Tel. Co. 

Wisconsin Tel. Co. 

Illinois Bell Tel. Co. 

Northwestern Bell Tel. Co. 

Southwestern Bell Tel. Co. 

Mountain States Tel. & Tel. Co... 

Pacific Tel. & Tel. Co. 

Pacific Tel. & Tel. Co.—Preferred. 
Bell Telephone Laboratories, Inc.. 

Western Electric Co., Inc. 

195 Broadway Corporation. 

Eastern Tel. & Tel. Co. (Canada) 


Capital Stocks (a) Advances 


Par Value 

% of Total 

Book Value 


of Holdings 

Outstanding 

(Cost) 


$107,214,200 

68.92 $ 

112,165,721 

$ 2 3,200,000 

421,300,000 

100.00 

444,280,335 


140,000,000 

100.00 

153,667,184 

52,400,000 

175,000,000 

100.00 

181,316,050 

9,962,500 

8,500,000 

100.00 

9,200,000 

830,000 

50,000,000 

100.00 

51,000,000 

12,525,000 

60,000,000 

100.00 

61,467,862 

17,225,000 

. 57,000,000 

100.00 

57,000,000 

15,200,000 

26,000,000 

100.00 

26,000,000 

8,000,000 

210,000,000 

100.00 

211,817,298 

40,000,000 

209,999,800 

99.99 

210,042,098 


174,986,000 

99.99 

175,398,232 

42,850,000 

49,998,800 

99.99 

50,585,286 

11,000,000 

69,500,000 

100.00 

72,723,835 


>93-647.500 

99.31 

199,128,308 

62,700,000 

125,000,000 

100.00 

126,039,490 

36,325,000 

259,998,900 

99.99 

263,251,978 

54,200,000 

42,225,000 

73-35 

43,629,963 

32,800,000 

248,293,500 

89.07 

243 > 95>>684 

62,200,000 

64,095,700 

78.17 

55,999,180 


11,750,000 

(b) 50.00 

11,750,000 


(c) 

99.80 

265,696,790 


17, 500,000 

100.00 

17,5! 5,000 

1,550,000 

75,000 

100.00 

75,000 
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$482,967,500 




* 3 i 


Other Companies 


• 




Southern New England Tel. Co... $ 

16,004,900 

26.67 

$ 

16,316,715 

$ 1,800,000 

Cincinnati & Suburban Bell l ei. Co. 

10,483,800 

29.76 


11,047,247 


Bell Telephone Company of Canada 

18,749,800 

14.83 


18,854,783 


Cuban American Tel. & Tel. Co... 

432,500 

50.O0 


162,500 


Total. 



$ 

46,381,245 

$ 1,800,000 


(a) Common stocks unless otherwise indicated. 

(b) Remaining shares owned by Western Electric Company. 

(c) 8,981,591 shares—no par value. 
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CERTIFICATE OF AUDIT 


To the Stockholders of American T elephone 
and Telegraph Company: 


We have examined the balance sheet of American Telephone and Telegraph 
Company as at December 31, 1947, the consolidated balance sheet of the company 
and its principal telephone subsidiaries as at December 31, 1947, and the related 
income statements for the year then ended, have reviewed the systems of internal 
control and the accounting procedures of the company and its subsidiaries consoli¬ 
dated and, without making a detailed audit of the transactions, have examined or 
tested accounting records of the companies and other supporting evidence, by 
methods and to the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards and included all procedures 
which we considered necessary in the circumstances. 

Examinations of similar scope have been made by us of the balance sheets as at 
December 31, 1947 and of the statements of income and surplus for the year 194- 
of the principal nonconsolidated subsidiaries of American Telephone and Tele¬ 
graph Company, except Western Electric Company, Incorporated, and its sub¬ 
sidiaries, and we have reviewed accounting reports for the year 1947 rendered to 
American Telephone and Telegraph Company by all other nonconsolidated sub¬ 
sidiaries. The consolidated balance sheet of Western Electric Company, Incor 
porated, and its 100% directly-owned subsidiaries as at December 31, 1947 and the 
consolidated statements of income and surplus of these companies for the year 
1947, with certificate of examination thereof by other independent accountants, 
have been furnished to us. 

In our opinion, the financial statements (pages 22 to 25) and the consolidated 
financial statements (pages 14 to 20) present fairly the position at December 31, 
1947 and the results of operations for the year 1947 of American Telephone and 
Telegraph Company and the consolidated position at December 31, 1947 and the 
consolidated results of operations for the year 1947 of the company and its prin¬ 
cipal telephone subsidiaries, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

Lybrand, Ross Bros. & Montgomery 

• *\ 

New York, N. Y. 

February 10, 1948 

>*. * 
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TRUSTEE’S REPORT OF PENSION TRUST FUND 

established by 

American Telephone and Telegraph Company 


Balance in Fund—December 31, 1946. 

Additions to Fund During 1947— 

Payments into Fund by Company. $ 5,872.067.00 

Interest Revenue, including gain or loss on investments 

disposed of . 1,165,107.94 

Total Additions . $ 7,037,174.94 

Disbursements for Pensions During 1947. 1,104,871.74 

Net Increase in Fund. 

Balance in Fund—December 31, 1947. 


Comprised of— 

Bonds of Bell Telephone Companies. 

U. S. Government Obligations. 

Public Utility, Railroad and Industrial Bonds 

Cash and accrued interest not due. 

Total . 


$ 44,021,334.10 


5,932,303.2° 
$ 49,953,637.30 


$ 7,094,487.00 
26,276,856.30 
15,897,367.50 
684,926.50 
$ 49,953,637.30 


Note: Securities are shown on amortized basis. 
New York, N. Y.—January 30, 1948. 


Bankers Trust Company, Trustee 
By W. B. Dunckel, Vice President. 


CONSOLIDATED STATEMENT OF PENSION TRUST FUNDS 

established by 

American Telephone and Telegraph Company and its Principal 
Telephone Subsidiaries, Western Electric Company, Incorporated, 
and its Subsidiaries, and Bell Telephone Laboratories, Incorporated 


Balance in Funds—December 31, 1946. 

Additions to Funds During 1947— 

Payments into Funds by Companies. $120,348,713.93 

Interest Revenue, including gain or loss on investments 

disposed of. 19,041,767.47 

Other Additions . 68,835.92 

Total Additions .'. $139,459,317.32 

Disbursements for Pensions During 1947. 17,633,870.32 


Net Increase in Funds. . . 

Balance in Funds—December 31, 1947... 
Comprised of— 

Bonds of Bell Telephone Companies. 

U. S. Government Obligations. 

Public Utility, Railroad and Industrial Bonds 

Other Investments. 

Cash and accrued interest not due. 

Total . 

Note: Securities are shown on amortized basis. 


$704,650,011.22 


121,825,447.00 

$826,475,458.22 


$127,681,323.73 

414,912,804.94 

266,425,478.40 

1,930,187.19 

15,525,663.96 

$826,475,458.22 


We certify that the above consolidated statement of the Pension Trust Funds established by 
the American Telephone and Telegraph Company and its Principal Telephone Subsidiaries, 
Western Electric Company, Incorporated, and its Subsidiaries, and Bell Telephone Laboratories, 
Incorporated, for which Funds this company is Trustee, is correct. 

Bankers Trust Company, Trustee 

New York, N. Y.—January 30, 1948. By W. B. Dunckel, Vice President. 
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BELL SYSTEM STATISTICS 
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(b) For the year 1947 (excluding April and May which were affected by strikes), there were approximately 109,344,000 average daily local 
conversations and 5,713,000 toll and long distance conversations, an increase of 8.5% and 7.7 %, respectively, over the year 1946. 

(c) Includes employees of Western Electric Company and Bell Telephone Laboratories. 


































TELEPHONES - IN MILLIONS 
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AT END OF YEAR 
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OPERATING REVENUES - IN BILLIONS 
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OVERSEAS CONVERSATIONS - IN THOUSANDS 





ANNUAL OVERSEAS RADIOTELEPHONE 
CONVERSATIONS - BELL SYSTEM 
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PLANT INVESTMENT - IN BILLIONS 


TOTAL BELL SYSTEM INVESTMENT 
IN PLANT AND EQUIPMENT 


STATION 

EQUIPMENT 
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AT END OF YEAR 


1940 
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ADDITIONS TO PLANT - in billions 


GROSS ADDITIONS TO 
BELL SYSTEM PLANT 
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A. T. & T. CO. STOCKHOLDERS - IN THOUSANDS 
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